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OATH OR AFFIRMATION

Joseph Heintzman swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

New Covenant Funds Distributor Inc as

of March 31 20 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

LMRON
Title

/OYsrv
Notary Public

iis rcport
nu in aH ppahk bo\ei

Page

Stauiiicnt Fin nc.i nrion
Sta.mcn1 ol income

dfr Suitement ol hang in inancia Cirndn

Samtn o1Lnc in Stkhreer nui or PartnN or Sok Prop ietors capua

Suflrnent ot hni in iah Jiti SubortinL CIaim ol CrLdior

onpuat ion Nt phal

computatkrn for tcterminati oiRcscrvi ReouiremcnL Purmnt to Rule 15c%3

lnIormaon RL IatrnQ to tie session or ntrol Re iiircmcnt at.er Riv

Reconci litition induc.in approprit eptaoat ion ol he opuIion ol Net Cnpitl Ender ku the

ompulat on for Dierminat ion ol the Reervv Reuircuient xhihit of Rule

Rconciiiation bct ccn he aitc uu wcitc StIenicnt ol Einancii on ition with repeci methuls of

eonotition

An 04th or Afltrmation

rn copy of the SJPC Suppkmenta Report

ArepordescribinganyfltaflaI inuocquaciestoundlo ci orfundthvexitedsince thedati ofthe prevIou audit

Fr eondwn of cortthn/ia treatment vrtai prW thfJuig ee $sifl 4O a_5ief3J



New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company N.A

Financial Statements

and Supplemental Information

Year Ended March 31 2009

Contents

Report of Independent Registered Public Accounting Firm

Financial Statements

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Stockholders Equity

Statement of Cash Flows

Notes to Financial Statements

Supplemental Information

Computation of Net Capital Under Securities and Exchange Commission

Rule 15c3-1 12

Statement Regarding Rule 5c3-3 13

Supplementary Report

Supplementary Report of Independent Registered Public Accounting Firm

on Internal Control Required by Rule 17a-5 14

0905-1054556



liERIsISTYOUfsIG sereet
Suite 2400

Louisville Kentucky 40202

Main tel 502 585 1400

Fax 502 584 4221

www.ey.com

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholder of

New Covenant Funds Distributor Inc

We have audited the accompanying statement of fmancial condition of New Covenant Funds

Distributor Inc the Company as of March 31 2009 and the related statement of income

changes in stockholders equity and cash flows for the year then ended These financial

statements are the responsibility of the Companys management Our responsibility is to express

an opinion on these financial statements based on our audits

We conducted our audit in accordance with auditing standards generally accepted in the United

States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the fmancial statements are free of material misstatement We were not engaged

to perform an audit of the Companys internal control over financial reporting Our audit

included consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management and evaluating the

overall fmancial statement presentation We believe that our audit provides reasonable basis for

our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of New Covenant Funds Distributor Inc at March 31 2009 and the results

of their operations and their cash flows for the year then ended in conformity with U.S generally

accepted accounting principles

Our audits were conducted for the purpose of forming an opinion on the basic fmancial

statements taken as whole The information contained in the supplementary schedules is

presented for purposes of additional analysis and is not required part of the basic fmancial

statements but is supplementary information required by rule 7a-5 under the Securities

Exchange Act of 1934 Such information has been subjected to the auditing procedures applied

in our audits of the basic financial statements and in our opinion is fairly stated in all material

respects in relation to the basic financial statements taken as whole

May 27 2009
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New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company Inc

Statement of Financial Condition

March 31 2009

Assets

Cash 110400

Accrued 12b-1 fees 3489

Income tax receivable 19614

Prepaid expenses 4226

Total assets 137729

Liabilities and stockholders equity

Liabilities

Accrued expenses 17397

Payable to affiliates 21865

Total liabilities 39262

Stockholders equity

Common stock par value $.01 1000 shares authorized

10 shares issued and outstanding 160000

Additional paid-in capital

Retained deficit 61533

Total stockholders equity 98467

Total liabilities and stockholders equity 137g729

See accompanying notes
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New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company Inc

Statement of Income Loss

Year Ended March 31 2009

Revenues

License and advertising fees 99430

12b-1 fees 49478

Total revenues 148908

Expenses

License and advertising expense 67357

Salary and benefits 61473

Transfer agent expense
13661

Goodwill impairment 25000

Other expenses
55936

Total expenses
223427

Loss before income taxes 74519

Income tax expense benefit 19614

Net loss 54905

See accompanying notes
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New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company Inc

Statement of Changes in Stockholders Equity

Year Ended March 31 2009

Additional

__________________
Paid-In Retained Stockholders

Canital Deficit Equity

Balances at March 31 2008

Net loss ______________________________________________________________

Balances at March 31 2009
________________________________________________________

See accompanying notes

Common Stock

Shares Par Value

Total

10 160000 6628 153372

54905 54905
10 160000 61533 98467

0905-1054556



New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company Inc

Statement of Cash Flows

Year Ended March 31 2009

Cash flows from operating activities

Net loss 54905

Adjustments to reconcile net loss to net cash

used in operating activities

Goodwill impairment 25000

Changes in operating assets and liabilities

Prepaid expenses
9141

Accrued 12b-1 fees
859

Accrued expenses
8296

Income tax receivable 37869

Payable to affiliates 8522

Net cash used in operating activities 40956

Decrease in cash 40956

Cash at beginning of year
151356

Cash at end of year
110400

See accompanying notes

0905-1054556



New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company N.A

Notes to Financial Statements

March 31 2009

Organization

New Covenant Funds Distributor Inc the Company Delaware corporation is wholly

owned subsidiary of New Covenant Trust Company N.A NCTC The Company is registered

with the Securities and Exchange Commission SEC as broker-dealer and is member of the

Financial Industry Regulatory Authority F1NRA The Company serves as distributor and

underwriter for New Covenant Funds the Funds or NCF

NCTC purchased the Company pursuant to Stock Purchase Agreement dated July 22 2005

where it purchased all of the outstanding shares of capital stock of the Company The closing

date occurred February 22 2006 The Companys previous shareholder was Citi Fund Services

The excess of the aggregate purchase price was recorded as goodwill and contributed capital in

the Statement of Financial Condition

The Companys parent NCTC is limited purpose national trust bank chartered by the Office of

the Comptroller of the Currency the 0CC under Federal banking laws NCTC is for-profit

national trust bank and wholly owned except for Directors qualifying shares subsidiary of

the Presbyterian Church U.S.A Foundation the Foundation charitable organization exempt

from taxation under the Internal Revenue Code In December 2006 NCTC contributed $25000

to the Company

One Compass Advisors registered Investment Adviser and separately identified division of

NCTC is the investment adviser for the Funds New Covenant Funds is registered family of

mutual funds and is Delaware Business Trust regulated by the Securities and Exchange

Commission

0905-1054556



New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company N.A

Notes to Financial Statements continued

Summary of Significant Accounting Policies

Goodwill

Goodwill represents the excess of the aggregate purchase price paid by NCTC for the acquisition

of the Company over the fair value of the net identifiable assets acquired In accordance with

Statement of Financial Accounting Standards No 142 goodwill is not amortized but is

evaluated at least annually for impairment As part of the annual impairment analysis for the

year-ended March 31 2009 the Company determined the recorded goodwill was not

recoverable as the carrying value of the Company exceeded the estimated fair value An

impairment charge of $25000 has been recorded as separate line item in the statement of

income loss

Revenue Recognition

As the Funds distributor the Company incurs certain expenses primarily F1NRA fees for the

registration of registered representatives and advertising approvals

The Company charges NCTC for advertising expenses at cost The Company records the

payment of these expenses as license and advertising expense and records the reimbursement

as license and advertising fees The Company also records the payment of the registration of

registered representatives as license and advertising expense The Company marks-up the

registration
of registered representatives based on an independent third partys mark-up of

similar expenses and invoices NCTC or the Foundation whichever employs the registered

representative The marked-up registration fees are recognized as revenue as license and

advertising fees The total of license and advertising fees paid to the Company by related

parties was approximately $99000 and the related License and advertising expense was

approximately $67000 for the year ended March 31 2009

On December 28 2006 the Company entered into Distribution/Service Fee Agreement with

the New Covenant Funds money market fund provider In accordance with the agreement the

Company receives revenues subject to Rule 12b-1 based upon percentage of net assets invested

in the money market fund This income is used to defray the costs of providing shareholder

services including but not limited to paying transfer agency expenses for the money market

fund routine inquiries regarding the Funds processing shareholder transactions and providing

any other shareholder services not performed by the Funds transfer agent

0905-1054556



New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company N.A

Notes to Financial Statements continued

Summary of Significant Accounting Policies continued

Income Taxes

NCTC files consolidated Federal and State income tax returns that include the Company NCTC

apportions Federal and State income tax expense or benefit to the Company based on taxable

income or loss using corporate statutory rates There were no temporary differences for the

Company

The Company adopted the provisions of FASB interpretation No 48 Accounting for Uncertainty

in Income Taxes-an interpretation
of FASB Statement No 109 FIN 48 on January 2007

FiN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprises

financial statements in accordance with FASB Statement 109 Accounting for Income Taxes
and prescribes recognition threshold and measurement process for fmancial statement

recognition and measurement of tax position taken or expected to be taken in tax return

FIN 48 also provides guidance on recognition classification interest and penalties accounting in

interim periods disclosure and transition

Based on the Companys evaluation it has concluded that there are no significant uncertain tax

positions requiring recognition in its financial statements

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions

that affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date the fmancial statements and the reported amounts of revenue and

expenses during the period Actual results could differ from those amounts

0905-1054556



New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company N.A

Notes to Financial Statements continued

Related Party Transactions

License and Advertising Fees

As discussed in footnote the Company incurs costs related to advertising approvals The costs

are invoiced to NCTC with no mark-up

The Company incurs registration costs for the Foundation and NCTC registered representatives

The Company marks-up the registration costs and invoices the Foundation and NCTC for their

registered representatives The mark-up is based on fees charged by an external vendor that

provided the same services to the Foundation and NCTC in 2003 The fees have been

incremented for inflation

Managerial and Administrative Expenses

Certain NCTC and Foundation employees provide services to the Company resulting in payroll

expenses that must be allocated between entities The same is true for overhead-related expenses

Such allocations are calculated using one of the following the proportionate time spent by the

rendering staff to the applicable company based on employee time sheets ii the percentage of

the receiving companys total employees to the total employees of both companies iii the

percentage of the receiving companys employees located in the Jeffersonville office to total

employees of both companies located in this office or iv direct charge to the recipient

company These expenses are included in salary and benefits and other expenses in the

Statement of Income

Net Capital Requirement

As broker-dealer registered to engage in the sale of redeemable shares of registered investment

companies the Company is subject to the SECs Uniform Net Capital Rule 5c3-1 the Rule

which requires the maintenance of minimum net capital as defined and requires that the ratio of

aggregate indebtedness to net capital as defined shall not exceed 15 to At March 31 2009

the Company had net capital
under the Rule of $74627 which was $69627 in excess of its

minimum required net capital of $5000

The Companys ratio of aggregate indebtedness to net capital at March 31 2009 was .53 to 1.00

0905-1054556



New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company N.A

Notes to Financial Statements continued

Regulatory Compliance

The Company claims exemption under the exemptive provisions of Rule 5c3-3 under

subparagraph k1 All customer transactions are limited to the sale and redemption of

redeemable securities of registered investment companies and the Company does not handle

customer funds

Contracts

The Company has an agreement with the New Covenant Funds under which it provides

distribution services The agreement remains in place until terminated by either party

Transfer Agent Expense

Out of its 2b- fees received for the money market fund the company pays various out of

pocket expenses incurred for the money market fund These expenses approximated $14000 for

the year and included but were not limited to base cusip fees open account fees banking fees

and various other systemic and servicing fees These are ongoing costs that the Broker Dealer

will continue to pay

0905-1054556
10



New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company N.A

Notes to Financial Statements continued

Fair Value Measurements

The Companys fmancial instruments consist of cash The book value of cash is considered

representative of its respective fair value

In September 2006 the FASB issued SFAS No 157 Fair Value Measurements SFAS No 157

requires companies to determine fair value based on the price that would be received to sell the

asset or paid to transfer the liability to market participant SPAS No 157 emphasizes that fair

value is market-based measurement not an entity-specific measurement The provisions of

SPAS No 157 were effective as of January 2008 however FSP No 157-2 defers the effective

date for all non-fmancial assets and liabilities not re-measured at fair value on recurring basis

to fiscal years beginning after November 15 2008

SPAS No 157 requires that assets and liabilities carried at fair value be classified and disclosed

in one of the following categories

Level Quoted market prices in active markets for identical assets or liabilities

Level Observable market based inputs or unobservable inputs that are corroborated by

market data

Level Unobservable inputs that are not corroborated by market data

As of March 31 2009 the Company does not have any assets or liabilities carried at fair value

that are measured on recurring basis

0905-1054556
11
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New Covenant Funds Distributor Inc

wholly owned subsidiary of New Covenant Trust Company N.A

Supplemental ScheduleComputation of Net Capital Under Securities and

Exchange CommissionRule 5c3-

March 31 2009

Total stockholders equity from statement of fmancial

condition 98467

Deductions

Nonallowable assets

Prepaid expenses

Accrued income tax refund

Net capital requirement greater of 6-2/3% of aggregate

indebtedness or $5000

Excess net capital

Total aggregate indebtedness

Percentage of aggregate indebtedness to net capital

5000

69627

39262

53%

There were no material differences between the audited Computation of Net Capital included in

this report and the corresponding schedule included in the Companys unaudited March 31

2009 Part 1L4 FOCUSfiling

Net capital 74627

4226

19614

23840

0905-1054556
12



New Covenant Funds Distributor Inc

wholly owned subsidiary ofNew Covenant Trust Company N.A

Statement Regarding Rule 5c3-3

March 31 2009

The Company claims exemption under the exemptive provisions of Rule 5c3-3 under

subparagraph k1all customer transactions are limited to the sale and redemption of

redeemable securities of registered investment companies and the Company does not handle

customer funds

0905-1054556
13
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Supplementary Report of Independent Registered Public Accounting Firm

on Internal Control Required by Rule 17a-5g1

To the Board of Directors and Stockholder of

New Covenant Funds Distributor Inc

In planning and performing our audit of the financial statements of New Covenant Funds

Distributor Inc the Company as of and for the year ended March 31 2009 in accordance with

auditing standards generally accepted in the United States we considered its internal control over

financial reporting internal control as basis for designing our auditing procedures for the

purpose of expressing our opinion on the financial statements but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we

do not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 7a-5g of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of

compliance with such practices and procedures that we considered relevant to the objectives

stated in rule 17a-5g in the following

Making the periodic computations of aggregate indebtedness or aggregate debits and

net capital under rule 7a-3a 11 and the reserve required by rule 5c3 -3e

Making the quarterly securities examinations counts verifications and comparisons and

the recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of all fuily paid and excess

margin securities of customers as required by rule 5c3-3

The management of the Company is responsible for establishing and maintaining internal control

and the practices
and procedures referred to in the preceding paragraph In flulfihling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

0905-1054556 14
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Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis material weakness is

deficiency or combination of deficiencies in internal control such that there is reasonable

possibility that material misstatement of the entitys fmancial statements will not be prevented

or detected and corrected on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and was not designed to identify all deficiencies in internal control that might

be deficiencies significant deficiencies or material weaknesses We did not identify any

deficiencies in internal control and control activities for safeguarding securities that we consider

to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at March 31 2009 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management

the SEC the National Association of Securities Dealers Inc and other regulatory agencies that

rely on rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered

brokers and dealers and is not intended to be and should not be used by anyone other than these

specified parties

May 27 2009
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